
STATE OF NEW YORK
STATE TAX COMMISSION

In  the  Mat te r  o f  the  pe t i t ion

o f

Tron ic  Produc ts ,  Inc

a n d  C a t a n i a  B r o s .  F o o d s ,  f n c .

fo r  Redetern ina t ion  o f  a  Def ic iency  or  a  Rev is ion

of  a  Determinat ion  or  a  Refund o f

Corpora t ion  Franch ise  Tax

under Art ic le 9A of the Tax Law

Sta te  o f  New York

County  o f  A lbany

Jay  Vredenburg ,  be ing  du ly  sworn ,  deposes  and says  t .ha t  he  is  an  employee
of  the  Depar tment  o f  Taxat ion  and F inance,  over  lB  years .o f  age,  and tha t  on  the
1 9 t h  d a y  o f  D e c e m b e r ,  1 9 7 9 ,  h e  s e r v e d  t h e  w i t h i n  n o L i c e S o f  D e c i s i o n  b y  c e r t i f i e d
m a i l  u p o n  T r o n i c  P r o d u c t s ,  I n c . ,  a n d  C a t a n i a  B r o s .  F o o d s ,  I n c . ,  t h e  p e t i t i o n e r S

in  the  w i th in  p roceed ing ,  by  enc los ing  a  t rue  copy  thereo f  in  a  secure ly  sea led
p o s t p a i d  w r a p p e r g a d d r e s s e d  a s  f o l l o w s :

Tron ic  Produc ts ,  Ine .
744 Broadway
Newburgh, Ny 12550

a n d  b y  d e p o s i t i n g  s a m e  e n c l o s e d  i n  a  p o s t p a i d

( p o s t  o f f i c e  o r  o f f i c i a l  d e p o s i t o r y )  u n d e r  t h e

U n i t e c l  S t a t e s  P o s t a l  S e r v i c e  w i t h i n  t h e  S t a t e

That deponent further says that the said

and thaL the  address  se t  fo r th  on  sa id  wrapper

p e t i t i o n e r .

AFFIDAVIT OF MAILING

C a t a n l a  R r o s .  F o o d s ,  I n c .
1 4 5  S o u t h  P l a n k  R o a d
Newbutrgh, .  New York l25rs0
p r o p e r L y  a d c l r e s s e d  w r a p p e r s i n  a

exc lus ive  care  and cus todv  o f  the

of  New York .

addressee is  the  pe t i t ioner  here in

is the last known address of 

^tne

Sworn  to  be fore  me th is

1 9 t h  d a y  o f  D e c e m b e r ,  1 9 7 9 .

t



STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the pet i t ion

o f

Tron ic  Produc ts ,  fnc .

and Catan ia  Bros .  Foods,  Inc .

for Redeterminat ion of a Def ic iency or a Revision

of a Determinat ion or a Refund of

Corporat ion Franchise Tax

under Art ic le 9A of the Tax Law

for  the  Year  4 /30 /74 .

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee
of the Department of Taxat ion and Finance, over 18 years of age, and that on the
19th  day  o f  December ,  1 ,979,  he  served the  w i th in  no t ice  o f  Dec is ion  by  cer t i f ied
mai l  upon Morton G. Mi l lstein the representat ive of the pet i t ioner in the within
proceeding, by enclosing a true copy thereof in a securely sealed postpaid

wrapper  addressed as  fo l lows:

Mr.  Morton G.  Mi l ls te ln
13 Goshen Ave.
Washingtonvil le, Ny lA9g2

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post off ice or off icial depository) under the exclusive care and custody of the
united states Postal  service within the state of New york.

That deponent further says that the said addressee is the representat ive of

the pet i t ioner herein and that the address set forth on said wrapper is the last

known address of the representat ive of the pet i t ioner. -a

Sworn to before me this

19th day of December, 1979,

AFFIDAV]T OF MAITING
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STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

December  19 ,  I979

Tron ic  ProducLs ,  Inc .
and Catan ia  Bros .  Foods,  fnc .
744 Broadway
Newburgh, NY 12550

Gentlemen:

Please take not ice of the Decision of the State Tax Commission enclosed
herewith.

You have now exhausted your r ight of  review at the administrat ive level.
Pursuant to sect ion(s) 1090 of the Tax law, any proceeding in court  to review
an adverse decision by the State Tax Commission can only be inst i tuted under
Art ic le 78 of the Civi l  Pract ice laws and Rules, and must be commenced in the
Supreme Court of  the State of New York, Albany County, within 4 months from
the date of this not ice.

fnguir ies concerning the computation of Lax due or refund al lowed in
accordance wi th  th is  dec is ion may be addressed to:

NYS Dept .  Taxat ion and Finance
Deputy Commiss ioner  and Counsel
Albany,  New York 12227
Phone # (518)  457-6240

Very truly yours,

STATE TAX COMMISSION

cc :  Pet i t ioner 's  Representa t ive
Mor ton  G.  Mi l l s te in
13 Goshen Ave.
Washingtonvi l le,  NY 7A992
Taxing Bureau' s Representat ive
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STATE 0F NEI^I Y0RK

STATE TAX COMMISSION

In the Matter of the Pet i t ions

o f

TRONIC PRODUCTS. INC.

and

CATANIA BRoS. FOODS, rNC.

for Redeterminat ion of Def ic iencies or
for Refunds of Franchise Tax on Business
Corporat ions under Art ic le 9-A of the Tax
Law for the Periods Ended Apri l  30, 1974.

DECISION

doing business in New York and

combined corporat ion franchise

Peti t ioners, Tronic Products, rnc.,  744 Broad'rray, Newburgh, New York

12550,  and Cat .an ia  Bros .  Foods,  Inc . ,  145 South  P lank  Road,  Newburgh,  New York

12550, f i led pet i t ions for redeterminat ion of def ic iencies or for refunds of

franchise tax on business corporat ions under Art ic le 9-A of the Tax Law for

t h e  p e r i o d s  e n d e d  A p r i l  3 0 ,  1 9 7 4  ( F i l e  N o .  1 1 6 9 0 ) .

A  fo rmal  hear ing  was he ld  be fore  Arch iba ld  F .  Rober tson,  J r . ,  Hear ing

Off icer,  at  the off ices of the State Tax Conmission, Two ldor ld Trade Center,

New York ,  New York ,  on  June 30 ,  7977 a t  10 :45  A. l { .  pe t i t ioner  appeared by

Morton G. Mi l lstein,  CPA. The Corporat ion Tax Bureau appeared by Peter Crotty,

E s q .  ( A n d r e w  H a b e r ,  E s q . ,  o f  c o u n s e l ) .

ISSUE

Whether pet i - t ioners,

i ts whol ly-owned domestic

tax  repor ts .

a foreign corporat ion

subs id ia ry ,  may f i le

FINDINGS OF FACT

1.  Pet i t ioner  Tron ic  Produc ts ,  Inc .

subs id ia ry ,  pe t . i t ioner  Catan ia  Bros .  Foods,

("Tronic") and i ts whol ly-owned

Inc .  ( "Catan ia t ' )  reques ted  permiss ion
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to f i le corporat ion franchise tax reports on a combined basis for the f iscal

year ended May 1, 1973 through Apri l  30, 1974, with respect to Tronic and the

per iod  January  1 ,  1974 th rough Apr i l  30 ,  1974 w i th  respec t  to  Catan ia .  Permiss ion

was denied by the Corporat ion Tax Bureau. Nevertheless, pet i t ioners f i led

sai-d reports on a combined basis.

2. 0n June 16, 1975, Lhe Corporat ion Tax Bureau issued a Statement of

Audit  Adjustment and Notice of Def ic iency against Catania in the amount of

$ 3 1 1 6 2 . 9 8  i n  t a x ,  p l u s  i n t e r e s t ,  f o r  t h e  p e r i o d  e n d e d  A p r i l  3 0 ,  1 9 7 4 .

On June 76, 7975, the Corporat ion Tax Bureau also issued a Statement

of Audit  Adjustment and Notice of Def ic iency against Tronic Products, fnc. in

the  amount  o f  $56.93 ,  p lus  in te res t ,  fo r  the  per iod  ended Apr i l  30 ,  7974.

The de f ic ienc ies  were  based on  the  d isa l lowance o f  pe t i t ioners '

f i l ing of combined reports.  The tax for each corporat ion was recalculated by

the Bureau on an individual basis.

3. During the period herein involved, pet i t ioner Tronic (a Delaware

Corpora t ion  qua l i f ied  to  do  bus iness  in  New York) ,  was  a  pub l i c ly - t raded

holding company. I t  had no asset.s other than the stock of i ts whol ly-owned

subs id ia ry ,  Catan ia .

4. Pet i t ioner Tronic acquired pet i t ioner Catania (a New York corporat ion)

in  December  o f  1973.  Mr .  Bryant  F isch le r  acLed as  the  ch ie f  execut ive  o f f i cer

of both corporat ions throughout 7974. Catania had assets worth approximately

one mi l l ion  do l la rs  in  1974.

5 .  Pet i t ioner  Catan ia  p rocessed meats  fo r  sa le  to  ma jor  food cha ins .

Catania bi l led the food chains direct ly for i ts products and received the

to ta l  p roceeds o f  i t s  sa les .  Catan ia  d id  no t  se l l  o r  buy  any  produc t  o r

service f  rorn Troni-c.

6 .  Pet i t ioner  Catan ia  pa id  d iv idends  to  Tron ic  o f  $15,000.00  a  month .
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These dividends were used by Tronic to pay off  obl igat ions incurred by Catania

in the purchase of equipment in Catania's or^rn name. They were also used to

pay debts incurred by Tronic in the f inancing of i ts or iginal  purchase of

Catan ia .  These d iv idends  were  Tron ic 's  on ly  source  o f  revenue in  7974.

7. During the period herein involved, pet i t ioner Catania had approximately

sixty employees. Tronic had only one, Bryant Fischler.  Catania's f ive book-

keepers performed al l  of  Tronicts account ing.

8- During the period herein involved, pet i t ioners were required to

cross-guarantee each otherts loans in order to obtain adequate f inancing.

9. In 1974 pet i t ioner Tronic l iquidated i ts only other subsidiary,

Cont ro l led  Trop ica l  F ish  Pat te rn ,  Inc . ,  a  non- func t ion ing ,  non- re la ted  t rop ica l

f i s h  b u s i n e s s .

10. Findings of FacL r '4r '  through tr7 'r  show Lhat the only ident i f iable

intercorporate transact ions betraeen pet i t ioners, Tronic and Catania, dur ing

1974 were exclusively att . r ibutable to the sharing of account ing and managerial

services, the cross-guarantee of loans, and the payment by Tronic (with dividends

received from Catania) of equipment obl igat ions incurred by Catania.

CONCLUSIONS 0F lAI,1

A.  That  Sec t ion  211.4  o f  the  Tax  law author izes  the  Tax  Commiss ion ,  in

i ts discret ion, to require or permit  certain parent corporat ions (ei ther

domest ic  corpora t ions  or  fo re ign  corpora t ions  do ing  bus iness  in  New York ,  e .g .

Tron ic  Produc ts ,  Inc . )  and cer ta in  who l ly -owned subs id ia r ies  (e i ther  domest ic

corpora t ions ,  e .g .  Catan ia  Bros .  Foods,  Inc . ,  o r  fo re ign  corpora t ions  do ing

business in New York) to make a corporat ion franchise tax report  on a combined

basis.  No combined report  covering a foreign corporat ion not doing business

in New York may be required, however,  unless the Tax Commission deems i t

necessary (because of intercompany transact ions or some agreement,  understanding,
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arrangement or transact ion which distorts income or capital)  in order toproper ly  re f lec t  t .ax  l iab i l i t ies .

B'  That dur ing the periods at issue, the state Tax comrnission provided
(by reguration) that in determining whether the tax would be cornputed on acombined basis '  i t  would consider var ious factors, incruding the fol lowing:

(1) 
H;:3";, ffir""""t"t"Tations 

were ensaged in rhe same or rerared

(2) whether any of the corporat ions were in substance merely deparL-menLs of a unitary uursine"s--"-orra]r.t"o by the 
"rrtiru 

group;
(3) whether the products of any of the corporat ions were sold to orused by any of rhe orher ; ;d;r ; ; ;""" ;

(4) IChether any of thetoul:9.'o,,"v--io;';:-dfl :fi ll:"?rffi ::f 
'"X";"'""r'"".""".rr";',rn""'

operat ions of any of the otfr" ,  
"J i ior"t iorr" ;(5) whether t 'here were other substant iar interconpany transact ionsamong the const i tuent corporat ioo"._,

( fo rner  20  NYCRR 5.23(b) )

The essent ial  erements of these factors have been carr ied over into the current
regurat ions which were effect. ive for taxable years beginning on or aft .er
January 1, 1976 and which provide, in pert inent part :

rn deciding whether to perrni t  or require combined reports,  thefol lowing twa (2) Uro"J f 'actors must be mer:
(1) The corporat ions are in substance parts of a unitarybusiness conducted by the ; ; l ; ; ;  group of corporat ions.

(2) 
If:':"ril"r"".t:;::"tt"t intercorporare rransactions amons

(20  NYCRR 6_2.3(a)  (Emphas is  supp l ied) )

The mandatory language of the current regurat ions takes cognizance of
those elements which Lhe Tax comrnission has consistent. ly deerned to be the key
facLors in determining whether combinat ion should be permit . ted or required,
i ' t ' ,  the  un i ta ry  na ture  o f  the  bus iness  conducted  by  the  corpora t ions ,  and
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whether there were substant ial  intercorporate transact ions among the corporat i -ons.

(See:  Pet . i t ion  o f  Anne l  Ho ld ing  Corp . ,  e t  a l . ,  S ta te  Tax  Commiss ion ,  August  2 ,

1973 '  Determin t i -on  conf i rmed,  Anne l  Ho ld ing  Corp . ,  v .  Procacc inor  TT l l i . sc .2d

886 (Sup.  Ct .  A lbany  County ,  1974)  I  Pe t i t ion  o f  N.  K .  Wins ton  Corpora t ion ,  e t  a l . ,

S ta te  Tax  Commiss ion ,  August  21 ,  I974. )

Pet i t ioners herein have not only fai led to show that they were each,

in substance, part  of  a unitary business, but have also fai led to show that

there were substanLial  intercorporate transact ions between Lhem. Accordingly,

permission to f i le on a combined basis is denied. (See: Pet i t ions of Montauk

Improvement ,  Inc . ,  e t  a l . ,  S ta te  Tax  Commiss ion ,  September  28 ,  1979;  Pet . i t ions  o f

A lpha Computer  Serv ice  Corpora t ion ,  e t  a l . ,  S ta te  Tax  Commiss ion ,  September  28 ,

1 9 7 9 . )

C.  That  the  no t ices  o f  de f ic iency  issued aga ins t  Tron ic  Produc ts ,  Inc .

Catan ia  Bros .  Foods,  Inc .  on  June 15 ,  7975 are  sus ta ined and the  pe t i t ions

den ied .

DATED: Albany, New York

[}Ec 1 9 t97e

and

a r e

STATE TAX COMMISSION
I
!

:L::_V!' PRBSI

I
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